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PARTA 


Candidates MUST answer questions 1 to 20 
(2 marks are allocated to each question) 


Select the correct answer (or answers) for each of the following 20 questions by clearly circling the 


appropriate letters on the Answer Sheet provided on page 8. 


What type of sustainability generally assumes limited substitutability amongst resources? 


a a 


open sustainability 
closed sustainability 
weak sustainability 
strong sustainability 
optimal sustainability 


Which of the following is not a characteristic that needs to be present for a market to be 
considered competitive? 


i ec 


perfect knowledge 
heterogeneity 
homogeneity 
mobility 

unrestrained response 


The two characteristics that define an open-access good are that it is... 


eo aooE 


non-rival and non-exclusive 
non-rival and non-priced 
non-exclusive and non-priced 
non-exclusive and rival 
non-exclusive and inelastic 


Which of the following will cause a shift in the demand curve for compact discs? 


oRore 


a change in income 

a change in the price of compact discs 

a fall in the cost of manufacturing compact discs 
an increase in population 

a fall in the price of digital music 


The main disadvantage of an emissions tax is that... 


i a ce 


the total pollution reduction from an emissions tax cannot be known for sure 
firms lack the flexibility to pursue different technologies 

firms do not have an incentive to reduce pollution 

firms cannot behave in an economically-efficient manner 

differences among firms are not incorporated into the policy 


10. 


11. 
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A wildlife preserve provides what type of economic benefits? 


I a ce 


use values only 

option values only 

use, option and non use values 
direct and indirect use values only 
non use values only 


In 1798 what did Malthus think would happen to future rates of growth in food 
production and population? 


goRogre 


food production would grow at a geometric rate and population at an arithmetic rate 
food production would grow at an arithmetic rate and population at a geometric rate 
growth in food production and population would be equal 

growth in food production would outstrip growth in population 

food production and population would decline 


How does the composition of diet change as economies develop and become wealthier? 


eBaore 


an increasing proportion of the diet is made up of animal products and oils and fats 
it does not change 

a decreasing proportion of the diet is made up of animal products and oils and fats 
an increasing proportion of the diet is made up of cereals 

the proportion of animal products and oils and fats in the diet remains constant 


What does the demand curve for a specific market represent? 


1 a 


the relationship between price and quantity in that market 

how much of that product is available in that market 

what consumers are willing to pay for the good or service in that market 
the price paid in that market 

none of the above 


Which of the following is not a component of total economic value? 


pao oE 


direct non use value 
indirect use value 
option value 
bequest value 
existence value 


A competitive market is one with... 


emo oE 


many firms producing goods that differ somewhat 

a few firms producing goods that differ somewhat in quality 
a few firms producing identical goods 

many firms producing identical goods 

none of the above 


12. 


13. 


14. 


15. 


16. 
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The green revolution is a term that has been used to describe the very large rise in 
agricultural productivity that was achieved in the latter half of the 20th century, 
particularly in Asia. The term refers to the increased use of a variety of different 
technologies in agriculture which included... 


i 


none of the other answers 

increased irrigation infrastructure 

development of high-yielding cereal seed varieties 
increased use of fertilisers, pesticides, etc. 
improved agricultural management 


What has been the main determining factor in the decline of farm incomes in Australia 


since the 1970s? 

a. the effects of drought 

b. deteriorating terms of trade (i.e. prices of agricultural outputs rising at a lower rate than 
prices of agricultural inputs) 

c. decreasing quantity of output 

d. ‘decreasing prices of agricultural product 

e. decreasing numbers of farms 


Which one of the following is an example of a positive externality? 


eRe 


carbon dioxide emissions from motor vehicles 

a driver enjoys beautiful scenery while driving through a National Forest 

acid rain damages wildlife habitat in a region downwind from a factory 

increased costs of mining iron ore drive up the price of steel 

over-fishing results in the depletion of the food supply of an endangered marine mammal 


Engel’s Law states that... 


a. 


eo Bos 


as income rises the proportion of income spent on food falls 

as income rises the proportion of income spent on food remains constant 
the income elasticity of food is greater than | 

as income rises the proportion of income spent on food rises 

all of the other answers 


Which one of the following is not a possible way to internalize externalities? 


Sao 


eliminate government intervention 
raise taxes 

create subsidies 

create a system of tradable permits 
create new regulations 
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17. Which of the following are possible reasons for the relative success of achieving agreement 
on international ozone depletion policy? 

well understood science explaining the relationship between the pollutants and the 

depletion of ozone and clear evidence of the effects 

potentially huge costs resulting from ozone depletion. 

relatively few ozone depleting chemicals emitted from a few production activities 

low costs of abatement 

none of the above 


eo Bes 


18. Since the year 2000 global food prices have increased substantially, what of the following 
are possible reasons for that price rise? 


a. increasing population in India and China 
b. — drought in major producing countries (e.g. Australia) 
c. increased production of bio-fuel crops 
d. _ increased oil prices 
e. increasing incomes in India and China 
Table 1 


Excludable | Nonexcludable 


Rivalrous Good 1 Good 2 


Nonrivalrous Good 3 Good 4 


19. With reference to Table 1, examples of goods of type Good 3 would include... 


a. pure private goods 

b. common goods 

c. club goods 

d. = goods associated with external costs and benefits 
e. pure public goods 


20. With reference to Table 1, examples of goods of type Good 2 would include... 


a.‘ pure private goods 

b. | common goods 

c. club goods 

d. = goods associated with external costs and benefits 
e. pure public goods 
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PART B 


Candidates MUST answer any TWO (2) of the SIX (6) questions in the Answer Book 
provided 
(20 marks are allocated to each question) 


Question 21 


a) | Describe how markets can fail to maximise social welfare because of externalities. (10 
marks) 

b) — Explain how policy can be used to internalise externalities (using a diagram or diagrams 
where appropriate). (10 marks) 


Question 22 


a) Discuss the influence of the terms of trade on agricultural incomes in Australia. (12 
marks) 
b) | What other factors have influenced the trend of farm incomes in recent decades? (8 marks) 


Question 23 


a) | What kinds of benefits does the environment provide for humans? Answer this question 
with reference to the concept of total economic value. (10 marks) 

b) Outline two techniques that economists can use to estimate some components of total 
economic value. (10 marks) 


Question 24 


Describe the five characteristics necessary for a market to be considered competitive and 
illustrate your answer with real-world examples of markets that do and do not conform to these 
characteristics. (20 marks) 


Question 25 


a) Describe and explain the economic conception of sustainability in terms of the 
substitutability of natural and man-made capital. (12 marks) 

b) Briefly outline how these conceptions influence the design of policy tools designed to 
promote sustainability. (8 marks) 


Question 26 


Using the example of a global environmental issue outline and explain some of the economic 
(and other) reasons which might explain why it has been difficult to agree worldwide policy 
action to tackle that issue. (20 marks) 
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PART A —- MUTIPLE CHOICE ANSWER SHEET 


This sheet is to be detached and handed in with your answer booklets at the end of the examination. 


Please CIRCLE clearly the correct answer (or answers) 


Question 
1. eae ebe ece ede ece 
2. eae ebe ece ede ece 
3. eae ebe ece ede ece 
4, eae ebe ece ede ece 
5. eae ebe ece ede ece 
6. eae ebe ece ede ece 
(s eae ebe ece ede ece 
8. eae ebe ece ede ece 
9. eae ebe ece ede ece 
10. eae ebe ece ede ece 
11. eae ebe ece ede ece 
12. eae ebe ece ede ece 
13. eae ebe ece ede ece 
14. eae ebe ece ede ece 
15. eae ebe ece ede ece 
16. eae ebe ece ede ece 
1 eae ebe ece ede ece 
18. eae ebe ece ede ece 
19. eae ebe ece ede ece 
20. eace ebe ece ede ece 


Please remember - This examination question paper MUST BE HANDED IN. Failure to do so may 
result in the cancellation of all marks for this examination. 
Writing your name and number on the front will help us confirm that your paper has been returned. 
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